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1 CHAPTER 1 
 
1.1 INTRODUCTION    
Most African countries share a similar history. This history is characterised by former coloniser, that 
tore the country apart and drained it for natural resources and left the country in a horrific state. 
Fast-forward to this day and many still believe that most African countries are continually suffering 
from its colonial past and haven’t made any real progress since (voanews.com 2011). To make 
matters worse, most countries struggle with high corruption, a weak state and even deadly riots 
between different ethnic groups or religious extremists (economist.com 2014). 
Nigeria has the largest population of any country in the African continent. Therefore, it plays a vital 
role to better the situation in Nigeria because it, potentially, can influence the whole continent 
(telegraph.co.uk 2014). 
In order to understand the current situation in Nigeria, this project have to be aware the young 
nation’s history. By the 1950’s waste oil resources were discovered in Nigeria’s southern states, an 
area that covers 9 states, with Delta, Bayelsa and Rivers being the most dominant ones. Today this 
area is referred to as “Delta Niger” (Falola & Heaton, 2008, p158). Nigeria was until October 1, 1960 
colonised by the British. The colonisers enforced its rule over Nigeria by playing the tribes out 
against each other, creating a hostile environment and a deeply embedded distrust among the 
tribes. By October 1, 1963 Nigeria declared itself the Federal Republic of Nigeria. Ethnic divides and 
the money generated from the waste oil reserves have been at the centre of many disputes and 
conflicts. None clearer than in 1967, when a civil war between the self-proclaimed state, by the 
name of Biafra fought against Nigeria, in a war that lasted 3 years and where more than 1 million of 
civilians live were lost (Falola & Heaton, 2008, p158 -160). The war was over in 1970 and brought 
along a fragile peace. Despite the lack of a strong government Nigeria rose to become Africa’s 
wealthiest nation during the 1970’s, due to its waste oil revenues (Falola & Heaton, 2008, p181-
182). The money never benefited the broad population of Nigeria, but only the ruling class and those 
associated with it, resulting in distrust in the government by the people. The great distrust in those 
in power has led to coup after coup by different generals or other military personnel, a situation 
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that lasted until 1999 when the military finally allowed a civilian government (Falola & Heaton, 2008, 
p209). 
Since 1999 Nigeria have become more democratic with fairer elections being held, (The former 
opposition leader is now the president) but the country has failed to decrease its dependency on oil 
(theguardian.com 2015).  
1.2 PROBLEM AREA 
As the introduction stated the Nigerian nation has had a turbulent history with a colonial past, ethnic 
conflicts and military rule until the constitution of 1999, which allowed a civil government to secure 
democratic stability. Nigeria has therefore through recent history been a nation in transition from 
military rule to democracy, which has created certain difficulties within society. 
    One of the difficulties within Nigeria is the ethnic divided regions from the Muslim north to the 
Christian south. Such ethnic tension has to an extent created certain difficulties within government 
as well as parliament in order to implement necessary policies in order to progress and develop 
(LeVan, 2015 p. 373). Despite this possible standstill within the Nigerian institutional setup the 
report from McKinsey of 2013, argued for great prospects and potential for the Nigerian economy, 
where Nigeria by 2030 would be one of the world’s top 20 economies as well as able to triple its 
economy by the same year (McKinsey, 2013 p. 37). The interesting aspect of such potential when 
operating within institutions with certain difficulties would be the possible connection to the 
resource curse. As the introduction stated, Nigeria is a nation, who possess abundance of natural 
resources. Despite only accounting for around 10% of GDP, the oil sector contributes with around 
70 % of the state budget, making Nigeria heavily dependent on the sector (economist.com 2016). 
The theory of the resource curse argues for the paradox between abundance of natural resources 
and poor economic and democratic development, which thereby engages with whether or not 
natural resources are a curse or a blessing (Ploeg, 2011 p. 366).   
   This research project is to investigate whether or not Nigeria suffers from the consequences of the 
resource curse, where some scholars such as Mehlum, Moene and Torvik states that the resource 
curse is present within Nigeria and that Nigeria suffers from poor economy development (Mehlum, 
Moene and Torvik, 2005 p. 6). This project is therefore to examine and analyse the quality of the 
Nigerian institutions in order to explain if Nigeria fulfils the criteria of good governance which is a 
necessary factor to explain a possible presence of the resource curse. Other areas of investigation 
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are the economic sectors such as agriculture, manufacturing and the oil industry in order to 
illuminate the current state of the Nigerian economy and its potential. This leads the project to its 
point of inquiry, where the project is to answer “How is the resource curse applicable to the state of 
Nigeria?”, where the project is to confirm or refute the hypothesis “Nigeria has the potential to 
break out of the resource curse despite bad governance and economic volatility” 
 
1.3 RESEARCH QUESTION 
How is the resource curse applicable to the state of Nigeria? 
 
1.3.1 Working question 
-        Does Nigeria fulfil the criteria of good governance?  
-        How has oil affected Nigeria’s financial situation?  
-        How can Nigeria escape the influence of the resource curse? 
 
1.3.2 Hypothesis 
Nigeria has the potential to break out of the resource curse despite bad governance and economic 
volatility 
1.4 OUTLINE 
This research project as mentioned is to answer “How is the resource curse applicable to the case of 
Nigeria?”, where the project is to confirm or refute the hypothesis. Such analysis is done by 
investigating the quality of the institutions as well as the economic development of Nigeria. This 
section explains how the project is structured. 
    The first chapter includes the introduction, problem area, outline and concepts. This section 
presents the area of investigation as well as the concepts used throughout the project in order to 
answer the research question. 
The second chapter explains the use of methodology and theory, which presents how this project 
has approached the case of Nigeria and the resource curse. The methodological section presents 
the use of positivism as the projects research approach, where it uses a deductive logic in order to 
test the hypothesis with the theory of the resource curse. This is done in connection to a qualitative 
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approach where the project engages with secondary empirical material. The theory section explains 
the use of the resource curse and its connection to economic development and institutions. It 
illuminates the importance of good governance in regards to a nation sustainable development. 
    The third chapter of the project analyses the importance of the Nigerian institutions. It applies 
the concept of good governance in order to illuminate the challenges Nigeria experience within their 
legislative process as well as the slow development the Nigerian institutions has experienced since 
the constitution of 1999. 
    Chapter four engages with the economic development. This chapter examines and analyses the 
financial situation, where the extractive industry, agriculture and manufacturing sectors are 
investigated. These different sectors are examined in connection to the theory of the resource curse 
in order to understand how abundance of natural resources has affected the economic 
development as well as Nigeria’s economic potential. 
    The last chapter includes an analysis of who is gaining from the current situation in Nigeria, then 
is the conclusion and the bibliography. The argument of the project will be presented, where the 
project confirms or refutes the hypothesis. 
1.5 CONCEPTS 
Development/Underdevelopment 
This concept is very central to the project since development is the actual point of inquiry. Since the 
concept development is a normative concept referring to multi-dimensional processes, it is 
important to emphasize in just what way this paper perceives development in relation to Nigeria. 
The project has chosen to adopt the approach, which has consensus across the social sciences. That 
being that development requires, increased economic efficiency, expansion of national economic 
capacity and technological advancement to be sustainable. Diversification of the economic and 
financial sector, and adaptability in the face of shocks is also key elements in development (Ogbaji, 
2010, p.2). In the context of this report, underdevelopment simply refers to resources not being 
utilised to their full potential. Meaning that a country such as Nigeria might be experiencing growth, 
but not at the pace which could be possible.        
- Good governance, this concept requires emphasising as well, since a large part of the projects 
discussion rests on the premise that good governance is the way to avoid a resource curse. This is 
due to “Bad governance” being increasingly regarded as the root to the major problems in society, 
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UN argues. Major donors and international financial institutes are increasingly basing their aid and 
loans on the conditions that reforms that ensure good governance are implemented (unescap.org 
2009). Using the UN definition of the concept, a country must abide to eight principles. Participation, 
Transparency, Rule of Law, Responsiveness, Consensus oriented, Equity and Inclusiveness, 
Effectiveness and efficiency and finally Accountability. Whereas all principles are relevant to the 
analysis of Nigeria, it is important to mention that the projects focus points in discussing Nigeria's 
road to good governance have mainly been on  
- Transparency in governance. Which means that actors influenced by decisions have free access to 
the relevant information. It also means that decisions taken and their enforcement are done in a 
manner that follows rules and regulations. 
- Effectiveness and efficiency of institutions means that they produce results that meets the 
requirements of society while making best use of the resources at disposal 
- Accountability is relevant not only to governmental institutions but also to the private sector and 
civil society organisations. The concepts postulate that they must be accountant to the public or 
others whom their decision may influence (unescap.org 2009). 
The choice for specifically focusing on these three “sub-concepts” comes from an estimation of the 
theoretical economic literature which this paper believe mainly emphasises these parts of good 
governance.  
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2 CHAPTER 2 
This chapter includes the methodological approach as well as the theoretical framework. It explains 
the research approach, method and data collection in regards to the theory of the resource curse, 
which has been adopted in order to answer the research question. The theory section presents the 
theory of the resource curse and how this theory has been applied to the research project.   
2.1 METHODOLOGY 
This section of the research project engages with the research approach, methods, choice of sources 
as well as the empirical data, which have been used in order to answer the research question of the 
project. Firstly, the research approach of the project is explained in order to provide an 
understanding of how the theory of the resource curse has been examined. The used research 
approach of the project is positivism. Secondly, the section explains the use of methods where a 
case study has been conducted in order to examine the possible presence of the resource curse. 
The third part of this section engages with the used sources and the empirical data, which the 
research project has used in order to answer the research question. 
This research project has chosen to adapt positivism as the research approach in connection to the 
topic of ‘Nigeria and the resource curse’. This means that the data will stem from direct observations 
which usually are quantifiable and should be interpreted by an objective standpoint. The principles 
of positivism depend on these quantifiable observations that lead themselves to analysis. It has an 
atomistic, ontological view of the world as comprising discrete, observable elements and events 
that interact in an observable, determined and regular manner (Collins, 2010, p.38). 
In extension of a positivist approach the project has chosen to approach the subject through 
deduction. This means that instead of theory building, the starting point is a hypothesis based on an 
existing theory which the project then via the research strategy will seek to prove or falsify. “The 
deductive approach follows the path of logic most closely. The reasoning starts with a theory and 
leads to a new hypothesis. This hypothesis is put to the test by confronting it with observations that 
either lead it to a confirmation or rejection of the hypothesis” (Snieder and Larner, 2009, p.16). This 
project will follow that exact logic, where it uses already gathered empirical evidence in order test 
aforementioned theory. The theory of the resource curse has led the project to the initial thoughts 
that Nigeria possibly could be suffering under ‘under-development’ because of their vast natural 
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resources, the project's research strategy should hopefully be able to give a clear confirmation or 
falsification of the hypothesis. Therefore, in order to answer the research question of the project, 
the theory of the resource curse is tested on the case of Nigeria. The case of Nigeria includes a closer 
examination of the different economic sectors as well as the quality of governance within the 
Nigerian institutions (Hesse-Bieber and Leavy, 2011 p. 8-9). The project will therefore confirm or 
refute the hypothesis that “Nigeria has the potential to break out of the resource curse despite bad 
governance and economic volatility”   
    The project has thereby adopted a positivist research approach with a deductive logic, where it 
uses this research approach in connection to a qualitative methodology. The project uses a 
qualitative approach within its methodological framework since it analyses already gathered 
empirical data in connection to the case of Nigeria. The case study of Nigeria and the resource curse 
is explained in the following section. 
2.1.1 Case study 
This research project has chosen that the best way to formulate a discussion about a potential 
resource curse on the Nigerian economy, is through a case study. It is important to note, that a case 
study is not a methodological decision (Hesse-Bieber and Leavy, 2011 p. 255). A case study should 
therefore be explained as a tool that describes what should be studied. The project has therefore 
chosen to use case study with a qualitative approach in order to examine the different economic 
sectors of Nigeria as well as the governance within the institutional setup. In order to test the 
aforementioned hypothesis with the applied theory of the resource curse, the project studies 
multiple cases. The project therefore uses a comparative case study, where it is to holistically 
understand the cases of the governance within the institutions as well as the different economic 
sectors such as manufacturing and agriculture (Hesse-Bieber and Leavy, 2011 p. 256). The strengths 
of a case study are that it can provide richer, more detailed, more contextualised and more 
authentic interpretation of the phenomenon of interest, compared to other methods. The project 
is therefore to acquire objectivity by triangulate the gathered empirical evidence so it distinguishes 
itself from subjectivity.  
The research project has therefore conducted a comparative case study, which is analysed on the 
basis of gathered empirical evidence in order to answer the research question. The empirical 
evidence are different reports from Mckinsey and IMF, which data has been analysed to illuminate 
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the state of the different economic sector in order to explain whether or not Nigeria suffers from 
the resource curse. Other material used to support the arguments of the project are different 
journal articles, which provides the project with an understanding in regards to the institutional 
setup as well as the quality of governance within. The research of the project therefore relies on 
secondary sources. In regards to the material and the selected source, the following section will 
explain further. 
2.1.2 Selection of sources 
This section explains the data used in order to answer the working questions of the project as well 
as the adopted research question. An important element is therefore to triangulate the gathered 
empirical evidence to acquire objectivity. 
  Secondary sources are used within the comparative case study on the Nigerian economic sectors 
and the quality of governance within the political institutions. As mentioned, the project uses 
sources such as the McKinsey report from 2013 and the IMF report from 2016. These reports 
provide the project with a necessary understanding of the economic potential, which exists within 
Nigeria as well as different difficulties Nigeria experience in order to reach such potential. The 
empirical data has been analysed by the use of a qualitative positivist approach. In order to analyse 
the quality of governance within the institutions of Nigeria different journal article has been used. 
Scholars such as Mehlum, Moene and Torvik have provided the project with an understanding of 
the correlation between bad institutions and the resource curse, where the project has examined if 
such correlation exists within the Nigerian institution. Other scholars such as Carl LeVan and his 
article on “Parallel institutionalism and the future of representation in Nigeria” has been used to 
illuminate certain ethnical difficulties within the state of Nigeria. 
    The selection of sources is thereby secondary empirical evidence, which provide the project with 
an understanding of Nigeria. These different secondary sources form the basis for the comparative 
case study, which makes it possible for the project to either confirm or refute its hypothesis that 
states “Nigeria has the potential to break out of the resource curse despite bad governance and 
economic volatility”.  
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2.1.3 Limitation of sources 
This section addresses the limitations, which the project has had with the used empirical material. 
The project has been based on the theory of the resource curse, where articles such as “Natural 
resources: A curse or a blessing?” by F Ploeg, “The Political Economy of the Resource Curse” by A 
Rosser, “Institutions and the Resource Curse in Nigeria?” by Olongunla, Kareem and Raheem to 
name a few, all addresses the importance of good governance in regards to the resource curse. The 
used articles share a consensus that good governance is the essential factor to escape the resource 
curse, which thereby has formed the arguments of the project. A limitation is present since the 
project relies on one theory – the theory of the resource curse –, where this continuing consensus 
limits the discussion since the paper does not include arguments that challenges this exact 
consensus. The project has to an extent been formed on the basis of one point of view thereby 
affecting the direction of the final argument. 
     Another area of limitation is due to a lack of transparency in the Nigerian government, where this 
project has not been able to find any evidence that links other sectors share of GDP to its 
contribution to the state budget. The project has therefore not been able to argue for the exact 
influence the agriculture and manufacturing sectors has on the state budget. In regards to the 
empirical data it is important to address the reliability and validity. An implication of the presented 
statistical data from Nigeria would be the accuracy for such. It has been argued that the official 
statistical data from the Nigerian government or different government agencies lack reliability and 
accuracy, which this project therefore has to be aware of, when using such data in its analyses 
(Amani, 2011 p. 97) 
 
2.2 THEORY SECTION  
 
In order to examine the Nigerian economy and whether or not the Nigerian economy is fully 
dependent on its oil industry, this project applies the theory of the resource curse also called the 
paradox of plenty. This research project investigates certain economic sectors in order to 
understand if Nigeria suffers from the consequences of the resource curse. 
    The theory of the resource curse engages with the existing paradox between large amount of 
natural resources and a nation's failing economy. This paradox is experienced when nations with a 
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rich sector of natural resources fails to implement the wealth from these resources to boost the 
national economy. This exact situation has been examined in different countries, where the large 
amount of natural resources has led to poor economic growth compared to countries without 
natural resources.  
In order for this research project to argue for such, it is important to analyse the presence of the 
resource curse and which factors have importance when speaking of this phenomena. Different 
elements of examination are important for analysing the presence of the resource curse. The main 
area of investigation is economic growth and stability. When examining economic growth and the 
experience of economic growth, strong institutions are an essential factor. To fulfil the criteria of 
strong institutions, good governance must exist within these institutions. A strong public voice with 
accountability, high government effectiveness, good regulation, and powerful anti-corruption 
policies are all essential for institutions to possess in order to consider themselves strong institutions 
with good governance (Olongula, Kareem and Raheem, 2014 p. 41). In regards to institutions and 
the importance of well-established institutions the article by Mehlum, Moene and Torvik 
“Institutions and the resource curse” argues for a link between the GDP growth of a nation and the 
performance of its political institutions (Mehlum, Moene and Torvik, 2006 p. 1-3). This article argues 
for a correlation between the growth of GDP and the established institutions within a state. This 
means that growth performance of resource rich countries is dependent on how resource rent is 
distributed at the institutions (Mehlum, Moene and Torvik, 2006 p. 3). Countries which to an extent 
experience the consequences of the resources curse often have institutions, where production and 
rent-seeking are competing activities (Mehlum, Moene and Torvik, 2006 p. 3). An element of the 
resource curse is therefore present when institutions becomes ‘grabber friendly’. ‘Grabber friendly’ 
institutions imply that being a producer in the competition for natural resource rents is a 
disadvantage (Mehlum, Moene and Torvik, 2005 p. 7). By having ‘grabber friendly’ institutions the 
growth performance can turn negative, when “resource abundance attracts scarce entrepreneurial 
resources out of production and into unproductive activities (Mehlum, Moene and Torvik, 2006 p. 
3)” Therefore when institutions are ‘grabber friendly’ rent-seeking activities tent to increase without 
contributing to the existing wealth. This can lead to poor economic development. 
   The term of ‘grabber friendly’ institutions is therefore important in order to understand the role 
of the institution. By having bad institutions without good governance and an abundance of natural 
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resources, entrepreneurs are easier tempted to become grabbers, which lead to undermining the 
incitement to undertake production (Mehlum, Moene and Torvik, 2005 p. 11). ‘Grabber friendly’ 
institutions will therefore be defined as bad institutions, where there is a disadvantage by being a 
producer in the competition for natural resource rents (Mehlum, Moene and Torvik, 2005 p. 7).  The 
correlation between bad institutions and the resource curse are therefore relevant when examining 
the presence of the resource curse within Nigeria.  
 
Together with the quality of institutions another aspect in regards to the resource curse is economic 
performance. Former studies have argued that countries with abundance of natural resources tend 
to experience a decline in international trade, which ultimately will lead to poor economic growth 
and development (Rosser, 2006 p. 13). Others has argued for a problem within resource rich nations 
that the instability and volatility within the international commodity market would be transferred 
to the domestic economies and thereby affect the incitement from private foreign investors to 
invest (Rosser, 2006 p. 13). Such change in economy will affect countries in their future 
development. Though when examining the resource curse on the case of Nigeria this research 
project is aware of the importance of the relationship between economy and the political 
variabilities in connection to this relationship. Therefore, when examining the case of Nigeria, the 
concept of ‘Dutch Disease’ is interesting. As mentioned the research project is to analyse the 
different sectors such as manufacturing in order illuminate a possible correlation between natural 
resources and poor growth within other sectors such as agriculture and manufacturing. 
    By suffering from the resource curse nations would experience larger risk to be exposed to ‘Dutch 
Disease’. When examining such sectors, the project is able to answer whether or not the 
manufacturing sector is affected by ‘Dutch Disease’ in regards to the changes that might occur in 
exports and imports.   
The ’Dutch Disease’, when examining Nigeria, is an interesting factor in connection to the countries 
large oil reserves. Either by discovering natural resources such as oil or an increase in the price of 
commodity exports, a nation will experience a lift in the value of the currency, which leads 
manufacturing goods to become less competitive (Caputo and Valdes, 2016 p. 68). Such change 
within the sector of manufacturing goods results in a decline in exports and leads imports to 
increase. The effects of ‘Dutch Disease’ are negative or slow performance within the non-oil export 
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sectors because of a worsening competitiveness (Ploeg, 2011, p. 368). This worsening of 
competitiveness can result in decline of the manufacturing sector (Ploeg, 2011, p. 374). The concept 
of ‘Dutch Disease’ states that the wealth generated by natural resources ultimately results in an 
appreciation of the real exchange rate which will be followed by decline of the traded sector as well 
as a possible decline within the manufacturing sector (Ploeg, 2011, p. 375). The empirical evidence 
for the effects of the ‘Dutch Disease’ in connection to the resource curse has been examined in a 
report including 135 countries. It argues that resource rich countries, without strong institutions, 
experience a decrease of 35-70 % in non-resource exports as well as an increase of non-resource 
imports up to 35 per cent (Ploeg, 2011, p. 377). In the case of Nigeria, the concept of ‘Dutch Disease’ 
will be examined in order to illuminate the presence of the resource curse, where the concept of 
‘Dutch Disease’ is another factor that explains the consequences of the resource curse.        
    The theory of the resource curse has now been presented. This research project examines these 
aforementioned elements of the resource curse, where it is to illuminate the Nigerian institutional 
structure and its quality of governance. The concept of ‘Dutch Disease’ and the effects that might 
follow because of this ‘Disease’ will be analysed in regards to the manufacturing sector as well as its 
effects on the real exchange rate. The use of the resource curse theory will thereby enable this 
research project to understand the current state of Nigeria, and examine whether or not Nigeria 
experience poor economic development as stated by some scholars such as Mehlum, Moene and 
Torvik.     
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3 CHAPTER 3  
This Chapter includes three sections, which examines and analyses the institutions of Nigeria. These 
sections include an in-depth examination of the governance within the institution in connection to 
the research curse. Such an examination illuminates the quality of institutions and good governance. 
The chapter engages with the development and the challenges in regards to legislature since an 
aspect of the resource curse addresses the importance of necessary policy implementation in order 
for a nation to develop.    
3.1 THEORETICAL ANALYSIS OF NIGERIAN INSTITUTIONS 
The theory section described and examined the theory of the resources curse and whether or not 
large amounts natural resources are a blessing or a curse. Different factors in order to experience 
the consequences of the resource curse have to be present. An essential element in order for the 
resource curse not to be present is a strong governmental institutional setup. This analytical section 
is to examine the quality of the Nigerian governmental institutions. The concept of good governance 
in regards to the Nigerian institutions will therefore be examined in the following section to 
illuminate the factor of institution in connection to the resource curse. 
     As the theory section explained different factors have to be fulfilled in order to be qualified as a 
strong institution with good governance. As these criteria are a strong public voice with 
accountability, high government effectiveness, good regulation, and powerful anti-corruption 
policies. When examining strong institutions and the quality of governance within, it can be difficult 
to measure to what degree these institutions fulfil the above mentioned criteria. Examining the 
criteria of powerful anticorruption policies, the article by Carl LeVan “Parallel institutionalism and 
the future of representation in Nigeria” argues for a lack of public trust towards the government 
(LeVan, 2015 p. 371). 78 per cent of the population have stated that most or all police are corrupt, 
which refers back to the unfulfilled criteria of powerful anticorruption policies (LeVan, 2015 p. 371). 
Another aspect of good governance are the criteria of high government efficiency and good 
regulations. This lack of trust towards the Nigerian institutions in terms of economic performance 
states that 81 per cent of the population say that the government is faring very badly or fairly badly 
(LeVan, 2015 p. 371). The discussion therefore refers back to the correlation between institutions 
and the resource curse explained in the theory section. As the article by Carl LeVan argues for a lack 
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of trust towards the government performance the correlation between institutions and the 
presence of the resource curse is often because of bad management within bureaucracy as well as 
government corruption (Mehlum, Moene and Torvik, 2005 p. 14). 
    The quality of the Nigerian institutions could therefore be argued as ‘bad’ institutions, when 
speaking of rule of law and bureaucratic quality. It is important to understand the diversity of the 
country, which make Nigeria one of the most heterogeneous countries in the world (LeVan, 2015 p. 
375). Because of this diversity it could be argued that Nigeria has implemented two different 
philosophies of representation in order to manage its diversity (LeVan, 2015 p. 375). Because of this 
‘parallel institutionalism’ the Nigerian institutions establish incentives for politics to operate across 
sociocultural differences to overcome the cleavages in connection to the diversity (LeVan, 2015 p. 
376). The second philosophy addresses the institutions recognition of the distinctions to represent 
different ethnicities in order to render them politically salient (LeVan, 2015 p. 376).    
      Though ‘parallel institutionalism’ to an extent sounds as a great way of governing considering 
the large ethnic diversity of Nigeria, this ‘parallel institutionalism’ has created difficulties. These 
difficulties are present when different regions politics are conducted by ethnic-based strategies that 
often is linked to class-based goals (LeVan, 2015 p. 373). Such way of governing undermines the 
political voices of other ethnic groups within a certain region as well as other political agendas. This 
dilemma refers back to a strong public voice with accountability, which could be argued not to be 
present because of the political strategies that is rooted within class based agendas. Good regulation 
of the institutions would therefore be considered an essential factor of good governance. In regards 
to the theory of the resource curse, the absence of good regulation and a nation's abundance of 
natural resources would lead to a worsening of a nation's institutions (Ploeg, 2011, p. 381). Such 
development within the institutions allows governments to avoid accountability, resist 
modernisations as well as pacifying dissent (Ploeg, 2011, p. 381-382). It can to a certain extent be 
argued that this is the case of Nigeria. Such development is possible to change for the better. But 
the current state of the Nigerian institutions is represented by bad managing, which does not live 
up to the criteria of good governance such as a strong public voice with accountability, high 
government effectiveness, good regulation, and powerful anticorruption policies. 
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     But where does the current state of the governance within the institutions of Nigeria lead and 
are the prospects of a positive development within the institutions of Nigeria present? The next 
section of the paper is to explain the aforementioned. 
3.2 THE PROSPECTS OF THE NIGERIAN INSTITUTIONS 
The section “The importance of institutions” examined the quality of the Nigerian institutions in 
connection to the concept of good governance. It engaged with the complexity of ethnic diversity 
within the institutional setup. This paper argues that the directions of policies can to a certain extent 
undermine the criteria of good governance especially in regards to rule of law and the accountability 
of government. This paper has therefore argued for a lack of quality within the institutional setup 
to fulfilled the criteria of strong institutions in order not to experience the consequences of the 
resource curse. 
      The interesting aspect when speaking of quality of institutions is the prospect of such within 
Nigeria. In order to promote and establish strong institutions an essential element is incentives from 
government to promote and facilitate development that benefits plural society (Gberevbie, 2014, 
p. 136). The current issue is the lack of transparency and accountability as mentioned in government 
procedures, which does not promote good governance and thereby strong institutions. The former 
government of Nigeria states that: 
     “Nigeria’s inability to decisively tackle most development challenges such as poverty, 
unemployment, security and deplorable state of infrastructure has been largely attributed to bad 
governance in all its ramifications. These include political governance, economic governance, 
corporate governance and effectiveness of institutions (Federal Government of Nigeria 
Transformation Agenda “((Gberevbie, 2014, p. 138) (FGNTA) 2011–2015, 6–25)). 
This inefficiency of institutions refers to the earlier mentioned concept of ‘parallel institutionalism’, 
where ethnic-based strategies is masked by class-based agendas. Class-based agendas are rooted in 
the aspect of tribalism, where the tribal communities’ representatives only represent a small 
segment of the population within a region and thereby slowing down the law making process 
(Gberevbie, 2014, p. 138) (LeVan, 2015 p. 373). One of the problems Nigeria face is its inability to 
transfer the principles of governance and democracy to the tribal communities, whose loyalty lies 
at their own tribes instead of the nation, which create difficulties when implementing policies to 
promote democratic sustainability that can better political governance, economic governance, 
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corporate governance and effectiveness of institutions (Gberevbie, 2014, p. 139). These self-seeking 
agendas therefore create certain political deadlocks in regards to policy implementation, because 
the political elite maintains itself in power and thereby exercises its own influence (Gberevbie, 2014, 
p. 139-140). 
  The mismanagement of the governmental institutions and a fairly bad regulation of policies would 
once again describe the governance within the institutions as insufficient. The prospect of positive 
development to strengthen institutions therefore seems difficult because of the continuing bad 
management and can thereby lead to poor economic and social development. Examining this lack 
of quality in connection to the term of ‘grabber friendly’ institutions, weak institutions have a central 
part. The most prominent argument in regards to the correlation between institutions and resource 
wealth is that resource wealth worsens quality of institution especially in nations with already weak 
institutions because the government allows to avoid accountability and resist modernisation (Ploeg, 
2011, p. 381). 
     An interesting aspect of weak or bad institutions are the increased incentives for rent-seeking. 
Rent-seeking is when certain firms or individuals are to increase their share of the existing wealth 
without contributing to a creation of new wealth. Dysfunctional democracies or bad institutions 
such as the Nigerian institutions therefore invites wealth grabbing, which also is referred to as 
‘grabber friendly’ institutions (Mehlum, Moene and Torvik, 2005 p. 6-7). This can be possible 
because of low transparency, which invites bureaucratic corruption or a weak rule of law, which 
invites crime (Mehlum, Moene and Torvik, 2005 p. 6). These ‘grabber friendly’ institutions, which 
mostly exist within natural resource rich countries can therefore lead to economic inefficiency, 
wealth reduction and potentially national decline (Ploeg, 2011, p. 391). But despite these poor 
prospects of the Nigerian nation because of the inefficiency of government as well as the unfulfilled 
criteria of ‘good governance’, the Nigerian economy has large potential. The Mckinsey rapport from 
2013 states that Nigeria has the potential to triple its economy by 2030 to 1,3 trillion dollars 
(McKinsey, 2013, p37). This is explained further in section “Financial situation in Nigeria” There is 
no doubt that Nigeria has huge economic potential where the question would be whether or not 
Nigeria is able to promote governance and democratic values in order to secure sustainable 
development to reach its potential. 
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As stated the institutional setup has great importance in order to secure sustainable development 
as well as reaching the potential of the Nigerian nation. But as the previous sections has illuminated, 
the prospects of the institutions currently do not seem to progress because of the difficulties in 
regards to ethnicities and an inefficiency within government as well as institutions, who invites 
wealth grabbing. In order to understand this slow progress within the institutions the following 
section are to analyse the challenges of the legislature and political representation of Nigeria. This 
will provide the research project with an understanding of why Nigeria experience such inefficiency 
within the institutions. 
3.3 CHALLENGES OF THE LEGISLATURE 
This section is to analyse the challenges within the Nigerian National Assembly in connection to 
representation as well as the slow pace of policy implementation. It examines the public 
representation, which is centred around self-seeking agendas from legislators and thereby lack of 
citizen representation as well as government spending. 
    Examining success or legitimacy of a parliament or national assembly the number of passed bills 
gives indications of progress and development. In the case of Nigeria, the numbers of bills passed in 
the national assembly portrays are picture of standstill and a status quo seeking environment. In 
the first 12 years of the Fourth Republic, which was established in 1999 due to a new democratic 
constitution, the parliament only passed 134 bills (Oni, 2013 p. 238). This low number in passed bills 
indicate that the parliament acts on personal interests, which creates a deadlock within policy 
implementation and thereby reduce future development, which is depended on progressive laws 
(Oni, 2013 p. 238). These self-interest-seeking agendas the members of parliament possess worsens 
the quality of parliament, which should by the implemented laws be designed to make the country 
progress. The United States passed 326 bills in a two-year tenure during 2011-2012 compared to 
the Nigerian 6th national assemble in the period of 2007-2011, who passed 91 bills (Oni, 2013 p. 
238). The argument for such low number in bills passed and the slow progress of parliament in 
Nigeria could be that the legislators has used large resources to secure and improve 
“better condition of service for their members in cash and kind to the detriment of the people who 
elected them into office” (Gberevbie, 2014, p. 143). 
Instead of ensuring democratic processes and promote good governance in the country, the 
Nigerian Legislators have pursued personal interest in regards to annual salary, where the overhead 
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cost of running the National Assembly is about 25.4 % of the nation’s total budget (Gberevbie, 2014, 
p. 143) (Oni, 2013 p. 238). This large cost of running the National Assembly in regards to the people, 
whom the Legislators represent, once again argues for a lack of trust from the citizens of Nigeria 
considering that 61 % of the people, whom the Legislators represent live on less than 1 dollar a day 
(Oni, 2013 p. 238). Examining the income difference between politician and the population, the 
politicians in the Nigerian Federal House of Representatives receive an annual salary of 1.6 million 
dollars, whereas the average population receive around 3200 dollars (Oni, 2013 p. 238). This great 
difference in income between politicians and the people, whose interests they represent, again 
argues for the lack of accountability of government, which is one of the criteria of good governance. 
A factor that might explain the accountability within the National Assembly could be the presence 
of underdeveloped legislators, who have damaged the effectiveness of the institutions (Oni, 2013 
p. 239). It is argued that the officials who have been elected into office since the constitution of 
1999 have little or no knowledge about legislative process and therefore unaware of their 
authorities (Oni, 2013 p. 239). This lack of knowledge of the legislative process outside of the 
provisions of the constitution could arguably create certain democratic instabilities since the 
unawareness of their own authority damages the effectiveness of the Nigerian institutions. 
   Even though this section has analysed the effectiveness of the Nigerian legislative body and 
illuminated difficulties within this institution due to underdeveloped Legislators, improvements 
have been made. The national parliament has moved from an advisory body to a law making and 
legislative institution. The effectiveness of passed bills has also improved though problems still occur 
because of a continuing self-seeking interest consensus within the parliament. It is important for a 
parliament as Samuel Oni states:” truly representative of the people is essential for achieving 
democratic stability in Nigeria (Oni, 2013 p. 239). “This is an area where the Nigerian institutions 
have to improve in order establish democratic stability. Improvements since 1999 have been made, 
which argues for a positive development within the institutions but the most essential factor in 
regards to further improvement is for the politicians of Nigeria to become truly representative of 
the people.  
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3.4 SUB-CONCLUSION  
             
The previous three sections have examined the state of the Nigerian institutions in order to 
illuminate the efficiency of these institutions and whether or not they fulfil the criteria of good 
governance. good governance within the institutions is argued as an important element in regards 
to the resource curse. Good governance is essential for nations who possess abundance of natural 
resources since weak or bad institutions invites wealth grabbing and rent seeking, which ultimately 
results in reduced economic efficiency, increased income inequality and thereby potentially national 
underdevelopment. 
    The research project has examined that Nigeria experiences poor development within the 
institutions, where there are certain difficulties to fulfil the criteria of good governance. An essential 
element is bad management, which is present within the legislative institution, where the law 
making process experience a standstill in connection to necessary policies in order to secure 
democratic stability. Such deadlock is due to politicians’ personal interests instead of truly 
representing the people, and therefore are driven by self-seeking agendas. The project has 
presented that Nigeria does not fulfil the necessary criteria of ‘good governance’ since they do not 
possess a strong public voice with accountability, high government effectiveness, good regulation, 
and powerful anticorruption policies. Such argument is supported by the statement from the former 
Nigerian government, who stated that Nigeria experience “bad governance in all its ramifications” 
“((Gberevbie, 2014, p. 138) (FGNTA) 2011–2015, p. 6–25)). Another argument for the inefficiency 
within the Nigerian institutions are the lack of public trust towards the government and the elected 
officials. 
    The project argues that Nigeria does suffer from weak institutions, but improvement have been 
made in order to strengthen the legislative process. But the most essential problems are the lack of 
public trust, the weak bureaucratic setup and weak rule of law, which invites crime.     
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4 CHAPTER 4 
This chapter analyses the financial situation in Nigeria. This has been done by analysing the 
extractive, agriculture and manufacturing sectors. An analysis is conducted in regards to the 
complexity of the extractive industry to understand the development and the initiatives which has 
been taken in order to secure a higher level of transparency. The agriculture and manufacturing 
sectors are analysed since development in such sectors are important in connection to the resource 
curse. This chapter thereby presents the Nigerian economic development as well as the potential 
for such.     
4.1 FINANCIAL SITUATION IN NIGERIA 
 
In this section the Nigerian economy will be examined in order to determine whether or not Nigeria 
is currently suffering from the resource curse and to try to predict how or if Nigeria will ever break 
out of it.  According to the resource curse, a country that suffers from its consequences will have to 
deal with an economy that is working well below its capacities. As well as its official institutions are 
weak and insufficient. At this day, the Nigerian economy are heavily depended on one sector, being 
oil, and it is therefore very sensitive to any declines in oil prices as it can cause major financial 
consequences for the national budget (McKinsey, 2013 p8,). Furthermore, its high rate of corruption 
is draining the local initiative and to make matters worse, the money generated through corruption 
is often transferred out of Nigeria to international banks where it does nothing good for Nigeria 
(premiumtimesng.com 2016). In 2016 Mr. Buhari, signed an agreement with the United Arab 
Emirates, that included the cooperation between the governments, so Nigeria could regain some of 
the more than 200 billion$, that corrupt officials is believed to have hidden in the Emirates 
(premiumtimesng.com 2016). Eventually Nigeria’s oil reserves will run out and it is therefore very 
important that it develops new ways to generate taxes and expands the existing sectors 
(dailynigerianews.com 2016). Until the early 2000’s the Nigerian economy would differ from year to 
year, as its GDP and state budget went up and down, this was due to the decision of letting oil prices 
follow the free market price. Meaning that when prices were high the Nigerian government would 
increase its spending, just to downscale them a year later when prices declined together with the 
state budget (McKinsey, 2013, p9). In 2004 the Nigerian government adopted a benchmark oil price 
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rather than following the free market price, enabling them to estimate oil revenues and thereby 
create a more reliable and accurate state budget. The move from free market price to a set 
benchmark price has enabled Nigeria to create a stable economic base from which it has grown 
every year (McKinsey, 2013, p8).  Furthermore, the government created the Excess Crude Account 
a contingency fund, worth billions of dollars, designed to withstand a decline in oil prices and 
thereby a decline in the state budget (McKinsey, 2013, p8). This has amongst other state initiatives 
been a factor to Nigeria’s relatively stable economic growth in this last decade, as the government 
now were able to to set a budget and thereby better predict the future, McKinsey argues (McKinsey, 
2013, p9). Despite the shift to a benchmark oil price and a fund designed to withstand the economic 
effects caused by a drop in oil price, the Nigerian economy is still very sensitive to any major drops 
in oil price, as the money generated from oil accounts for 70% of the government’s budget 
(economist.com 2016). Such a drop occurred in July 2014, when oil prices plundered from around 
106$ per barrel to around 35$ per barrel in the beginning of 2016 (nasdaq.com 2016). The effects 
of the decline were immediately shown on state budgets, a year later, as Nigeria’s export of oil were 
expected to drop from 88$ billion to 55 billion, resulting in a 40% decline in governments budget 
(economist.com 2015). The fall in oil prices and state budgets had a negative impact on the local 
currency (the naira), which fell with 18% (economist.com 2015) by April 2015, hitting hard since 
Nigeria is so depended on imports (economist.com 2015). According to Olongula, Kareem and 
Raheem, the above mentioned are important steps toward good governance, this would indicate 
that Nigeria is on its way to fulfilled some of the criteria needed for getting good governance. They 
get it through stronger institutions and the effectiveness that comes with it, effectiveness is about 
a government making the best use of the resources at their disposal, in this case oil and the money 
generated from it.  
4.2 THE ROLE OF THE STATE IN THE EXTRACTIVE INDUSTRIES. 
This section illuminates the extractive industry, where it explains the states as well as foreign 
corporations’ role in connection the process of extracting.  
The state plays a major role in the oil industry, the reason for this is the unique territorial 
embeddedness of resources. The access to the oil resources is controlled ultimately by the national 
state in which they reside (Dicken 2015, p.408). The state becomes a major actor in the domestic oil 
production in two parts, first as a regulator of access, safety, taxation and environmental issues. 
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Second as the actual producer and the operator. For all resource rich countries this dual role has, 
potentially, enormous power over the exploitation of their natural resources, but this results in a 
series of difficult choices to be made. Since the price of finding, developing, extracting, processing 
and distributing oil can be very high, it can be a difficult industry to manage for a relatively poor 
country such as Nigeria (in regards to the state budget). Furthermore, how far can a developing 
country rely on its domestic capital and know-how when developing its indigenous resources, and 
consequently to what extent must the state rely on foreign oil corporations which inevitably will 
result in some lost control (Dicken 2015, p.409). Nigeria's oil production was completely nationalised 
in the 1970's, however most of their current extracting and processing of the natural resource is 
conducted together with foreign corporations through joint-ventures (around 95 %), Under the 
national umbrella corporation the Nigerian National Petroleum Corporation (NNPC) (Mckinsey, p 
2013, p.52). In practice this means that all oil in the Nigerian territory belongs to the Nigerian state 
and people and the extraction and production is thereby regulated by the state. Despite this, the 
cost and profit is shared between the state and the firms operating in the oil production. This can 
be a positive thing for the host-country since the foreign firm brings expertise, capital and lucrative 
contracts, exploiting the full potential of the industry. At the same time, it means that a share of the 
revenues ends up at the foreign firm instead of remaining in Nigeria (Investopedia.com).  
4.2.1 The extractive industry's transparency initiative 
The following section will revolve around the extractive industry's transparency initiative, and 
subsequently the Nigerian Extractive Industry Transparency Initiative (NEITI) that functions as an 
example of how to break out of a potential resource curse. 
In this context, ‘transparency’ refers to the publication of payments between the resource rich 
government and the foreign firms that extract the resources. The main motivator behind this 
initiative is the thought that greater transparency will lead to more economic responsibility that is 
an important part of the good governance concept. Then the project will sum up what EITI and NEITI 
consists of, and subsequently analyse what effect it has had. EITI was created in 2002 by initiative 
from the British government at the world summit on sustainable development in Johannesburg. It 
is a volunteer initiative which gathers governments and representatives from business and civil 
society with the goal of bringing transparency in the natural resource sector (EITI.org, 2016). 
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Countries implementing the EITI, publish information on tax payments, licenses, contracts, 
production and other key elements around resource extraction. These are the requirements needed 
to fulfill the EITI Standard. Which, if met initially can lead the country to the status of EITI Candidate, 
and ultimately an EITI Compliant. The standard is overseen by the international EITI board which 
consists of the members of government, business and civil society. (EITI.org 2016) The published 
information is conducted through an annual report. Operating companies report payments to 
government (taxes etc..) and governments reports what it has received. An independent 
administrator appointed by the EITI board then administers these two sets of figures and is 
responsible for investigating and explaining any potential discrepancies (EITI.org, 2016). The process 
for the implementation of NEITI began in 2004 under the then president Olusegun Obasanjo, when 
they created the National Stakeholders Workgroup (NSWG) which consists of representatives of 
government, civil society organisations and companies. The NSWG is and were responsible for the 
formulation of politics and strategies to guide the implementation process. The NEITI bill were finally 
passed in the two chambers of the national assembly in 2007, giving it legal backing and thus 
becoming the first EITI country with a statutory backing for its operations (neiti.org 2016). The major 
formulated goals from NEITI consists of educating the civil society on the need for transparency in 
the oil and gas sector and thus achieving national consensus concerning the importance of it. The 
EITI and NEITI provides this project with an analytical tool for discussion of the resource curse´s 
relevance to Nigeria. Since the state is the main actor in the transparency process, it can provide an 
indication of the level of transparency in the sector, the strength of the institutions steering reform 
and help highlight Nigeria’s road to good governance. 
Nigeria managed to become an EITI Compliant in 2010 meaning they have fulfilled the criteria for 
presentation of data (eiti.org 2016). However, according to the 2016 EITI progress report on Nigeria, 
several issues in the transparency of the sector is still present to this day. The report argues that the 
oil sector is made of a labyrinthine institutional system. With evidence of massive oil theft, 
allegations of conflict of interest from politically exposed persons. Poor record keeping and 
registers, complex upstream and downstream subsidies, a mixture of regulatory and operational 
functions by the state owned companies. Poor legislative debate as well as evident misuse of 
revenues and under assessment of taxes (EITI progress report 2016). The general recommendations 
from the NEITI echoes these sentiments. The tackling of corruption and the ‘too complex’ payment 
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systems in the sector should be atop of the political agenda. The newly appointed president 
Muhammadu Buhari (elected 2015) prioritised these issues highly in his campaign. The latest NEITI 
report (2015) highlighted five specific issues to be handled politically: 
-          The national oil company owed the government over 7 billion US Dollars in domestic crude. 
-          The government spend over 4 bn USD on fuel subsidies 
-          Domestic crude losses due to oil theft is estimated at 305m USD 
-          Royalty and petroleum profit tax was under assessed by over 200m USD and 400m USD 
respectively 
-          Poor performance of local refineries which only operates at 21% of capacity 
(EITI Progress report 2016) 
To combat these issues president Buhari have initiated several major reforms, concerning the 
restructuring of the national oil company, a review of oil contracts, stopping the notorious oil-swap 
deals.  This contained crude oil being swapped for refined oil, meaning the countries own 
possibilities of refining the oil (adding value to it) were never utilised. Instead the unrefined oil 
flowed out of the country resulting in a massive amount of lost revenues (naij.com 2016) and finally 
a review of the fuel subsidy plan. All of which were recommendations from the Nigerian Extractive 
Industry Transparency Initiative (EITI Progress report 2016), 
4.3 SUB-CONCLUSION 
When talking about the resource curse and Nigeria, it is important to note what correlation one is 
looking for. Is the apparent level of corruption a product of the natural resources, or is the apparent 
misuse of the natural resources a product of corruption? The answer lies somewhere in between. 
The data tells that the oil sector is highly characterised by complex systems, which historically have 
been managed poorly by a legislative apparatus, which have proven insufficient as an actor, 
consequently resulting in an unacceptable loss in revenue. However, under the newly appointed 
government steered by the NEITI recommended reforms the path for reform in the oil sector seems 
more possible. The newly appointed minister of finance Zainab Shamsuna Ahmed (appointed 
November 2015) holds the transparency initiative in high regards. 
“We are delighted that the much needed political will required to boldly implement the NEITI 
recommended reforms is now provided, available and accessible under the leadership of President 
Muhammadu Buhari.” 
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According to the EITI progress report on Nigeria, measurable progress from the reforms is now 
possible. 2.4 billion USD in revenues should go into the federation account recovered from the cases 
of under assessment in taxation and royalties. As well as a revising of signature bonuses. It remains 
to be seen if the right reforms are implemented in the optimal manor. But it is evident that the 
Nigerian government have shown goodwill in implementing the EITI initiative. Despite it being an 
initiative taken from a supranational level and not founded by themselves it shows a clear step in 
the right direction.  
4.4 AGRICULTURE AND POVERTY 
If a country wants to break out of the resource curse it would have to change its economic focus 
from mining and resources to agriculture, manufacturing and trade, argues Rosser (Rosser, 2006 p. 
12). By examining and comparing the different sectors with each other it becomes clear that this is 
essentially happening, slowly but truly.  As sectors such as manufacturing stood for 45,4 out of the 
total 501,7 billion$ GDP (economist 2015) with agriculture accounting for 105,6 billion and trade 
with 86,1 billion, while resources and mining only accounted for 68,3 billion$ in 2013 (economist 
2013). The problem concerning this otherwise positive tendency is the fact that Nigerian workers 
need to be more efficient and more productive in order to truly reach their potential. A case of 
Nigeria’s agricultural potential is seen in their production of cassava, a root that is used to make 
starch. Nigeria is the world's leading producer of cassava, but their yields per hectare are only 25% 
of those in Asia, leaving a huge potential for efficiency and profit. As a result, Nigeria is not producing 
enough high value foods but are instead producing a lot of subsistence crop that are eaten at the 
farms, making little profit (economist 2015). However due to research, scientist have developed a 
way to produce about 5 times more than currently, showing that Nigeria is on the right path 
(economist 2015). According to McKinsey, Nigeria has the potential to double its agricultural output 
by no more than 15 years (economist 2015). A major obstacle in Nigeria’s path is to increase its 
production is the fact that around 75% of all the cultivated land in Nigeria is held by smallholder 
farms, (less than 2 hectares) which, according to McKinsey’s report, often lacks the capital needed 
to raise production, by buying seeds and fertiliser, buying more farmland and knowledge about 
more efficient farming (McKinsey, 2013, p17). Through an increasing in agricultural output, Nigeria 
is able to cut down on its reliance on imports and keep the money in the country (McKinsey, 2013, 
p17). Although the Agricultural   
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sector has its obstacles, it still managed to increase production. Food imports have been declining 
by 2 billion dollars between 2009 and 2013, this is due to an increased food production in Nigeria 
(economist.com 2015). By raising the overall production, the agricultural sector is able to employ 
more people, leaving less people in poverty. Lifting people out of poverty is of high importance for 
the Nigerian government as it aims to create a bigger consuming class thus a better economy, hence 
creating a bigger domestic market. McKinsey’s report from 2013 shares the same view on the 
importance of lifting people into a consuming class in order to break out of the resource curse 
(Hassan, 2015 p. 93). When referring to poverty, People are divided into 2 groups, below 
empowerment line and above empowerment line (consuming class). To live below the 
empowerment line a person who lives in the city has to have less than 1016$ and a person living in 
the countryside less than 758$ per person, per year (McKinsey, 2013 p.22-23). The amount of money 
is calculated so the person is able to live a decent life: “The line is an estimate of the income needed 
to afford eight essentials for a decent standard of living, after consideration of taxes and subsidies” 
(McKinsey, 2013, p21). These essentials are food, energy, housing, drinking water, sanitation, 
healthcare, education and social security (McKinsey, 2013, p21). The amount of money it takes a 
Nigerian to get above the empowerment line is twice as costly as an Indian (McKinsey, 2013, p24). 
This is mostly due to very expensive food and housing, especially food prices take a large part of the 
budget, accumulating for around 44% of the budget (McKinsey, 2013, p22-24). Agriculture and 
poverty are therefore directly linked, meaning that improving farm output can have a positive effect 
on food prices, thus letting the poor spend their money on something else, which ultimately helps 
the economy and reduces the living cost for families, thereby potentially lifting them out of poverty 
(McKinsey, 2013, p24). Essentially Nigeria needs to “invest” more in its population in order to reach 
its true potential, Mckinsey argues. By 2013 Nigeria had an estimated 8 million households with a 
larger income than 7500$, this is according to McKinsey enough to bring them into a consuming 
class, meaning that they still have money left after all essentials are paid (McKinsey, 2013, p10).  If 
Nigeria succeeds in reaching its full potential, the number of consuming households is estimated to 
reach a staggering 35 million, (covering around 160 million people) by 2030 (McKinsey, 2013, p10). 
If the estimate is met, the Nigerian consumer market would be worth an impressing 1.4 trillion$ per 
year, compared to the 400 billion$ value it held in 2013 (McKinsey, 2013, p10). The importance of 
lifting people out of poverty and hopefully into a consuming class is therefore not to be 
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underestimated. If Nigeria truly wants to be less reliant on its oil revenues, agriculture seems to be 
a fundamental investment that’s needed to be made. Since an improvement not only would 
generate revenue and jobs it would also lower living costs and improve the living conditions for 
millions of Nigerians and ultimately help Nigeria out of the resource curse (Sala-i-Martin & 
Subramanian, A, 2012, p610). Nigeria has an extraordinary economic potential with an economy 
that could triple in size by 2030, reaching a staggering 1.6 trillion$, according to Mckinsey’s 
predictions (McKinsey, 2013, p37). Making it amongst the 20 biggest economies by 2030, surpassing 
countries like Thailand and the Netherlands (McKinsey, 2013, p2). According to Olongula, Kareem 
and Raheem, Nigeria currently suffer from bad governance as it has struggled to significantly 
improve its farming output and because poverty, despite an increasing GDP, is rising (bbc.com 
2012). However, Nigeria is capable to lift millions of people out of poverty and into a consuming 
class and significantly improve its agricultural sector, so it generates a whopping 263 billion$ by 
2030 (McKinsey, 2013, p3). If these changes are met, Nigeria would arguably be able to break out 
of the resource curse, as it would change from bad governance to good governance, argues Sala-i-
Martin & Subramanian (Sala-i-Martin & Subramanian, 2012, p.610).      
4.5 NIGERIA'S MANUFACTURING SECTOR 
In the following chapter this project will look at the development of the manufacturing sector of 
Nigeria. This should help provide the project with adequate data to formulate a theoretical 
discussion of the resource curses relevance to the economic state of the country today. The reason 
for choosing the manufacturing industry is that it possesses the room for growth with the potential 
to more than triple in size by 2030, generating a stunning 144 billion$, compared to the 35 billion$ 
it generated in 2013 (McKinsey, 2013 p6,). Furthermore, Rosser argues that the manufacturing 
industry is one of the key industries in order to break out of the resource curse (Rosser, 2006 p. 
13).  Manufacturing is one of the most important sectors in the development of a country. It aids a 
country diversifying its production, decreasing the national hazard of being dependent on a single 
sector. There exists a strong case that Nigeria at this moment is too reliant on their volatile 
extractive sectors. Furthermore, developing a labor-intensive industry such as manufacturing could 
help create jobs and reduce unemployment. Currently the unemployment rate is around 9.9 
%(imf.org, 2016, p.8). Typically, the development of labor-intensive manufacturing industries, such 
as apparel, will lead to more innovation driven industries for instance an automotive industry, which 
Page 30 of 42 
 
will move the sector up the manufacturing value-chain. This means that they consequently would 
obtain more value added to their labour, and subsequently the country (Mckinsey 2013, p.48). At 
the moment Nigeria does not have any “innovative-driven” manufacturing industries. But the goal 
for 2017 is to increase the manufacturing GDP through the state initiated Nigeria Industrial 
Revolution Plan (NIRP) which aims to focus expansions in sectors in which Nigeria has comparative 
and competitive advantages. The sought expansion is focused on six industries. The palm oil, 
textiles, basic metals, automobile assembly, petro chemicals and plastic and rubber industries. 
(McKinsey 2013, p.48-49) 
Industrial policies such as the NIRP, created to nurture specific industries and reduce reliance on 
imports mostly requires a certain level of protection to be accomplished. The protectionist 
instruments used will be elaborated later on in the section Imf report on Nigeria's economy. One of 
the successful manufacturing industries having benefitted from ‘nurturing’ and the goal for reducing 
imports is the Nigerian cement industry. Under the government's cement industry plan, companies 
that invested in local cement production could import cement for a limited time period until the 
local manufacturing was established. Import licenses were distributed under the premise of clear 
deadlines for when the investments should occur. This has resulted in cement imports dropping 
from 77% in 2003, to 10% in 2012. Saving Nigeria 1.4 billion dollars a year in foreign exchange 
(Mckinsey 2013, p.50). In general, the manufacturing industry in Nigeria remains at an early stage 
of development. Contributing around 7 % of GDP in 2013. Nevertheless, the industry is experiencing 
strong growth recently, with output having increased by 13 % per year between 2010 and 2013. In 
a small but fast growing manufacturing sector the government, according to Mckinsey, will continue 
to play a vital role in its development. The NIRP effort promotes initiatives to raise overall 
manufacturing competitiveness, by improving industrial infrastructure and raising skills. In addition, 
the plan calls for better access to finance, investment in technology and innovation, and in general 
create a better investment climate. Especially in local manufacturing. The reforms and initiatives 
mentioned in this section, indicates that the Nigerian government is aware of the potential the 
manufacturing sector holds and that it is willing to take the necessary precautions, to gain the full 
advantage. Olongula, Kareem and Raheem would argue that this it is a sign of effectiveness as the 
government making the best use of the resources at their disposal (Olongula, Kareem and Raheem, 
2014 p. 41). 
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       Nigeria has by implementing a benchmark price for its oil reserves enabled itself to better 
predict its state budget and thereby eliminated prior financial unrest in the country. Furthermore, 
it has created an oil fund that are supposed to hold enough money in order to withstand a decline 
in oil price and to cover a budget deficit. It's become clear that Nigeria possesses a vast economic 
potential and that its potential is linked to its agricultural and manufacturing sector. Through 
reforms and modernisation Nigeria should be able to increase its production and thereby limited its 
reliance on imports, resulting in more jobs and lower living expenses for the average Nigerian. Lifting 
people out of poverty and above the empowerment line and if possible into a consuming class are 
what Nigeria should and are aiming for. It is important to keep in mind that the McKinsey report is 
from 2013, before the oil price plummeted, which completely changed the financial situation for 
Nigeria. Nigeria’s current financial situation is therefore very different from the one predicted by 
McKinsey. The present situation in Nigeria and its government monetary policy are analysed and 
examined in an IMF (international monetary fund) report from 2016.    
 
4.6 IMF REPORT ON NIGERIA’S ECONOMY 
According to the IMF report from 2016, the Nigerian economy is facing substantial challenges. 
Despite the oil-sector only represents around 10% of GDP it still plays a central role in the economy 
as it accounts for 70% of the Nigerian governments budget (economist.com 2016). Lower oil prices 
have had a negative effect on government revenues, as while as lowering its share of the GDP to 
just 7.8 % and doubling the general government deficit to about 3.7 % of GDP in 2015 (Imf.org 2016). 
Furthermore, exports dropped by 40% in 2015 resulting in the current account experiencing a 
projected decline of 2.4% of GDP. According to the IMF falling oil prices is not the only source of the 
current quarrels. The central bank of Nigeria has recently introduced certain exchange restrictions. 
In hope of limiting the outflow of capital, as well as reducing the dependency on import and thereby 
stimulating domestic production. However, this has severely damaged the private sector, which is 
dependent on foreign currency leading to, among others, reduced investor confidence. Another 
factor for the implementation of the exchange restrictions was the falling Nigerian currency, (the 
Naira) because the Naira, like the GDP, is so reliant on oil price the Naira usually follow the oil price 
(economist.com 2015). In order to protect the foreign accumulated capital, and make it stay in the 
country the exchange protection was introduced. Exchange protection is a political instrument used 
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to set a fixed exchange rate, along with a ban on imports of a long series of items and natural 
resources, hitting the manufacturing industry and consumers especially hard (economist.com 2016). 
The intended outcome of the exchange protection is to keep money in the country, so Nigeria set a 
fixed exchange rate at 197 - 199 to the dollar, whereas the black market dealt at 300 to the dollar 
(economist.com 2016). Forcing the manufacturer to the black market for dollars and resources, 
because no one would exchange dollars at the set rate (economist.com 2016). Yet inflation have 
continued to increase, which causes further damage on investor confidence and subsequently 
consumer confidence. Inflation has risen from 7.4% to 9.6, slightly above the central bank's medium 
target range between 6-9% (imf.org 2016). The investors are holding back their investments because 
of the current state of the Naira, as long as the Naira are decreasing in value, Nigerian products are 
getting cheaper and cheaper tempting investors to wait for the lowest possible price. Causing a 
slowdown in transactions between states, which further worsens the financial state in Nigeria. In 
general, according to the IMF report, the government deficit is expected to increase through 2016, 
mainly due to five risk factors: the low oil prices, shortfalls in non-oil revenues, a further 
deterioration in finance of state and local Governments, deepening disruptions in private sector 
activity due to constraints on access to foreign exchange, and resurgence in security concerns 
(imf.org, 2016). The general encouragements from the directors of the IMF to the state of Nigeria 
are to raise non-oil revenues. In more specific terms they emphasise the urgency to increase the 
VAT rate. VAT refers to Value Added Tax. Income, which is generated as soon as production starts 
to become specialised and thus have value added to it. In contrast to the mainly extractive 
production that Nigeria depends on. The Nigerian Government should also focus on stronger 
revenue administration, and a broadening of the tax base, according to IMF. A strong focus point 
from the IMF lies in the financial management of Nigeria. In the last 11 years, around 20 billion 
dollars have simply disappeared from the oil revenues, as well as 15 billion from the army budget. 
The last being particularly problematic as the Nigerian army are fighting the terrorist organisation 
of Boko Haram in the northern parts of Nigeria (bbc.com 2016). A general summarisation of the IMF 
reports outlook on the macroeconomic state of Nigeria understandably revolves around the low oil 
prices. Lower oil prices reduce aggregate demand in the public sector due to falling income which 
influences growth in the non-oil sector through a decrease in consumption, investment, asset prices 
and cost channels (imf.org 2016). Additionally, a lower supply in foreign exchange influences 
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corporate sector activity, which combined with high cost of conducting business because of poor 
infrastructure, and difficult access to credit. This ha mjs further weakened the balance sheets in the 
corporate and banking sectors. Although the banking sector remains relatively small, around 20% 
of GDP, the shocks in the formal sector have widespread ‘trickle-down effects’ on informal credit 
and trading activities. Since the informal economy is still an important part of Nigeria, this has 
substantial influence. Another part of the policy package to countermeasure the falling purchasing 
power of the country, is the accommodative monetary policy led by the Nigerian Central Bank. 
Which is a general lowering of the interest rates in the hopes of boosting consumption and thereby 
aiding domestic production. However, growth in the domestic manufacturing capabilities have not 
occurred at the expected rate. Mainly due to the fixed exchange rates, as mentioned limiting the 
inflow of materials and foreign capital needed for business to evolve, IMF argues. Consequently, 
this has created further fiscal distortions as well as lowering the ‘real value’ of the naira (imf.org 
2016).                                                                                  
      In regards to theoretical framework of the project, this indicates that Nigeria is suffering under 
the so called Dutch Disease which as mentioned earlier states that countries with an abundance of 
natural resources will “lead to appreciation of the real exchange rate and in turn damages 
manufacturing and other tradable sectors” (Rosser, 2006, p.13)  
This obviously stands in contrast to the earlier section the Manufacturing sector where this paper 
described how the manufactured output was increasing with 13% per year. However, that data was 
from 2013 before the drop in oil prices, adding sentiment to the entire country's reliance on oil 
revenues, but at the same time proving that their development is more nuanced than per say. 
Political will, and the right reforms. such as the NIRP can utilise oil revenues to aid other sectors. 
Emphasised by the example of the cement production. Further data for a counter argument to the 
Dutch disease will be provided shortly in the section Positive outlook on 2017.   
     To summarise, the Nigerian government's attempt to limiting import and avoiding inflation 
through a fixed exchange rate, combined with an accommodative monetary policy in the attempt 
to improve the import/export balance and boost domestic production, which as the IMF argues, to 
some degree have failed. Instead this has led to quarrels in the private and banking sectors (since 
there now exists limitations on certain commodities needed for production) as a consequence of 
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political choices. Thus are the falling oil prices not the only factor to blame for the current 
downgrading of the economy. 
4.6.1 sub conclusion (on IMF) 
After the steep decline in oil price, the Nigerian government had to face a growing inflation, a 
growing state deficit and a lot of currency leaving the country. The central bank acted by 
implementing exchange restrictions, setting a fixed rate on the exchange between the Naira and the 
Dollar and banning certain imports. This was an attempt to lower inflation, keep money in the 
country and buy time and regain stability in the economy. Furthermore the exchange restrictions 
were intended to boost the domestic production and manufacturing of goods, since they would 
have to replace the foreign products now banned. The sector proved incapable to replace all the 
foreign goods, so the wished growth in production never came, in the intended size. Left are the 
Nigerian government with the bill after an expensive monetary policy and a failed attempt to boost 
its own economy.  
4.7 STANDARD AND POOR REPORT. – 18. MARCH 2016 
A report from one of the major credit rating institutes Standard and Poor expresses some of the 
same concerns regarding the immediate outlook on the Nigerian economy. Again obviously, the 
catalyst is the falling oil prices. But, their view on their foreign exchange policy echoes that of the 
IMF.  Standard and Poor argues that the monetary policy being led by the Nigerian Government and 
central bank is hurting their credit rating. Which recently dropped from Medium to Poor. In credit 
terms the rating is now B+/B. The particular problems with the policy is the aforementioned 
exchange restrictions. Creating what Standard and Poor calls a fixed exchange regime. Instead of a 
managed float. Again criticising the artificially held up Naira, as well as limiting the free flow of 
capital and certain goods. Since domestic production haven’t responded fully yet, which leads to 
scarcity of products which producers now does not have the possibility to import, further leading to 
decline in production hurting consumption. Adding to that, despite the artificially held up Naria, the 
real effective value of the currency has appreciated since 2010 damaging manufacturers external 
competitiveness (standardandpoors.com 2016).  
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4.8 POSITIVE OUTLOOK ON 2017  
However, there are positives. Both the IMF and Standard and Poor have formulated projections that 
the economy would bounce back in 2017 and resume their former growth pattern. This is mainly 
due to two factors. First of all, the price of oil on the world market is expected to regain some of its 
lost value. This combined with a projected improvement in the terms of trade which basically means 
that the country will obtain a better price ratio per unit of export compared to unit of import. A set 
of policies regarding regulation of the oil industry currently under implementation is also expected 
to benefit the country. They mainly include improved governance in the sector providing better 
clarity of the regulation in it, which should renew incentive for foreign investment (imf.org 2016, 
p.13).  
Another projected major contributor to GDP growth is the investments made by the government in 
infrastructure. More specifically the improvements in power and electricity is estimated to provide 
a 3.5% increase in the non-oil sectors (imf.org 2016, p.13). 
5 CHAPTER 5 
5.1 NIGERIA’S UNFULFILLED POTENTIAL – WHO IS WINNING 
Through this project it has become clear that Nigeria holds all the right ingredients for a strong 
economy, with the potential to triple in size and be among the 20 biggest economies in the world, 
by 2030 (McKinsey, 2013, p2). The natural question asked is then, why haven’t Nigeria taken 
advantage of its own potential? Is it only due to a falling oil prices? Which in fairness swept around 
40 % of the state budget away (economist.com, 2015). Is Nigeria on the right path to capitalise on 
its potential? Or is the current situation in Nigeria beneficial to a group of people that then opposes 
any progress made in Nigeria? These questions are what this section will be discussing.  
When talking about Nigeria’s unfulfilled potential, is it important to understand that Nigeria where 
under military rule until 1999 (McKinsey, 2013, p8) and that since then the populace nation have 
increased its GDP by 8,6% yearly, on average, until 2010 (McKinsey ,2013, p8 ). Nigeria is therefore 
also a very young and new democracy. It is important to understand that the sitting president 
Muhammadu Buhari, first became president on May 29 2015, when his predecessor Goodluck 
Jonathan left office (economist.com 2015), it is therefore limited what changes Mr. Buhari could 
have made, even despite his good intentions. An oil fund was created in 2004, with the intended 
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purpose to cover any deficit in the state budget created by a decline in oil price (McKinsey, 2013, 
p8). The oil fund is empty, Mr. Jonathan and his government are under suspicion for emptying the 
oil fund, a fund that were supposed to withstand a decline in oil prices and help the state budget to 
remain relatively unharmed, instead the fund was empty and the decline in oil prices hit the state 
budget hard. To make matters worse Mr. Jonathan’s government is accused for taking part in 
stealing up to 100.000 barrels of oil per day (economist.com 2015). This incident shows one of the 
problems Nigeria is facing, even when a good idea is presented and brought to life, a few people in 
power are able to take advantage and ruin it for the rest of the country. 
When discussing whether the resource curse is still active in Nigeria, it is central to consider Nigeria’s 
past. The country has had so much corruption linked to its government that it no longer is seen as 
the exception, but the rule. With this in mind Nigeria is showing progress in terms of more long term 
planning, eg the oil fund and the set benchmark price for oil. Prior governments in charge would 
have focused on personal gain as opposed to preparing for a better future for the people, although 
the oil fund was empty and therefore didn’t fulfil its purpose. And despite the last government are 
under suspicion for stealing 100.000 barrels of oil, per day. Evidently Nigeria is becoming a more 
transparent society. Arguably this have a positive effect on the accountability of the politicians since 
civil society is becoming ever more aware of the actual processes, and could help diminish the 
amount of secrecy historically having characterised the Nigerian political system as well as the oil 
sector (bbc.com 2015). Thus are the Nigerian institutions becoming stronger and more likely to 
break out of the resource curse.    
       One may ask if the current situation is due to civil unrest and the uneasy relationship between 
the Islamic north and the Christian south? Nigeria has always been a country where ethnicity and 
religion divided people, ever since the British colonisers enforced its rule over Nigeria by playing the 
tribes out against each other, creating a hostile environment and a deeply embedded distrust 
among the tribes (Falola & Heaton, 2008, p158 -160). Recent the split between Nigeria's became 
clear when the 2011 presidential election were held, where the Muslims from north fought the 
Christians from south over the result, where the Christian candidate Goodluck Jonathan won 
(bbc.com, 2011). Before Mr. Buhari got elected, in 2015, there were signs of sectarian voting in the 
country, with the north often voting for a Muslim and the Christian south voting for a Christian. This 
changed with Mr. Buhari, a Muslim, as he also gained popularity amongst the Christian voters in the 
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south, showing a new way forward for the country that for so long were torn apart by ethnic and 
religious beliefs (economist 2015). Mr. Buhari gained popularity across Nigeria for his promise to 
fight corruption (bbc.com 2015). After he got elected his anti-fraud agencies have arrested senior 
politicians and their associates, accusing them for corruption, furthermore anti-corruption bills have 
been put before the parliament (economist.com 2016). “Ending the impunity is about political will, 
because those benefiting most are among the ranks of the leaders,” says Samuel Kaninda, the co-
ordinator for west Africa at Transparency International (economist.com 2016). Showing that Mr. 
Buhari might be the president that manages to lower corruption, in a country that is so accustomed 
to it.  
In April 2014, Nigeria’s economy grew by 89% on one day, not because of current corruption, but 
more likely because of prior corruption (economist.com 2014). The former governments and 
military leaders kept the financial estimates from 1990, leading the world to believe that little to no 
progress was made in Nigeria. It is likely to think that the old numbers were kept, in order to easily 
move money out of the country and suddenly disappear, if no one knew the exact amount of money 
being generated, no one would be able to keep track. Although these are only speculations, since 
no official statement of how this happened has occurred, it appears possible with Nigeria’s history 
with corruption (economist.com 2014). However, the fact that the 2014 government changed 
direction, and announced the ‘actual’ records  indicates that the Nigerian government are ready to 
become more transparent and that they see the possibilities it brings with it instead of only focusing 
on personal gain.  
     Following this paper theoretical framework and the premise that good governance is the way out 
of a resource curse, the indication that the Nigerian government is becoming increasingly 
transparent is noteworthy. According to Olongula, Kareem and Raheem a strong public voice with 
accountability is one of the essentials (Olongula, Kareem and Raheem, 2014 p. 41). The so far 
apparent change in government policy towards the oil sector, as well as a president such as Mr 
Buhari evidently intent on fighting corruption, could very well indicate that Nigeria is on said path.  
Is a small group of people benefitting from the situation in Nigeria and is it getting worse? Nigeria 
has since it experienced an oil boom in the 1970’s had tremendous problems with corruption, 
especially regarding the money generated from oil (theguardian.com 2011). With the ruling class 
stealing and covering for one another, an example being when the former governor of the central 
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bank lost his job after he claimed that 20 billion$ had been stolen (economist.com, 2016). Another 
paradox is that despite Nigeria’s current position as one of the world's biggest oil producers, the 
country itself are in shortage of oil, indicating that their oil policy needs to be revised 
(economist.com, 2015). The oil revenues are not only the biggest contributor to the state budget, 
but also the catalyst behind most of the corruption. This is why Mr. Buhari has appointed himself as 
Minister of Petroleum Resources, in order to oversee the sector and the money generated from it 
(eiti.org, 2016, p28). Mr. Buhari further announced that he set out to cut, if not remove the oil 
subsidies, the subsidies policy has long been suspected for covering large-scale corruption 
(economist.com 2015 & eiti.org, 2016, p28). This change in policy suggests that the Nigerian 
government is trying to become more transparent and that they fight corruption. By implementing 
a stronger government and possibly lower corruption, the Nigerian leaders are able to regained 
otherwise lost capital and invest it the country, preferably on the so badly needed infrastructure 
(Gberevbie, 2014, p. 138). Resulting in not only strengthen the officials’ institutions, but also the 
economy in the same process. Further improve the country's chance to break the resource curse 
(Rosser, 2006 p. 13-14).  
 
5.2 CONCLUSION 
Throughout this research paper, this project, has attempted to illuminate the resource curses 
relevance to the country of Nigeria and if they have been able to use their natural resource-revenues 
to boost economic growth? To answer this question this project has went through roughly two 
intertwined steps. Firstly, a descriptive approach to the political and economic frame in which 
Nigeria resides was used to know ‘what is out there’.  
Second, this paper has focused on interpretation of the empirical data with the testing of the theory 
Resource curse. This has partially led to the conclusion that they do suffer from the resource curse. 
Several clear co-relations between evident underdevelopment, corruption and their abundant 
amount of natural resources have been brought to light, at the same time. However, there exists 
several factors which indicates Nigeria could bring themselves closer to good governance, which is 
the adopted premise for escaping the Resource curse. Discussion of the reached conclusion will 
follow shortly. These two intertwined steps have been presented through the report via the 
following structure. In chapter 3 Nigeria's political institutions, the political system in relation to 
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good governance is presented. Several factors illuminated that the criteria for good governance are 
not present in their political system. Firstly, the project used the research by Carl Levan who stated 
that severe mistrust from the public towards their politicians, both concerning evident corruption 
from the police as well an under-performing bureaucracy. Further, on in chapter 3.2 Prospects of 
the Nigerian political institutions this project analysed the political institutions as being weak and 
subsequently ‘grabber friendly’. This project used the discussion from the scholars Mehlum, Moene 
and Torvik to postulate that the Nigerian institutions invite ‘wealth grabbing’, inviting actors to grab 
immediate wealth without contributing to society. The chapter furthermore emphasised the lack of 
development in the institutions. This presented itself in the data from the chapter 3.3 Challenges of 
the legislature where only 134 bills were passed between 1999 and 2011 indicating weak status-
quo seeking political institutions. Arguments from scholar Daniel Gberevbie, who argued that 
members of parliament were incompetent and spend most of their time debating their salary, were 
presented. The overhead cost of running the National Assembly make up 25,4% of the national 
budget which clearly shows the presence of a resource curse in Nigerian politics. In chapter 4 the 
authors presented and analysed the economic situation of Nigeria, particular emphasis was placed 
on the oil sector, however the development of the agricultural and manufacturing sector was 
treated with importance as well. In chapter 4.1 the financial situation in Nigeria this project 
presented data from the global consulting firm Mckinsey emphasising the country's massive 
dependence on the oil sector. The chapter argued how the oil sector was especially susceptible to 
corruption and an immense (at least 200 billion dollars) amount of oil revenues had been transferred 
out the country. Together with a poor government fiscal policy where spending would be too 
dependent on a fluctuating commodity such as oil. However, positives were illuminated concerning 
the economic policy in the chapter. The benchmark price on oil introduced in 2004 were according 
to Mckinsey an important step in managing their economy in the long-term. In the subsequent 
chapters 4.3 and 4.4 regarding the agricultural and manufacturing sectors, the empirical data was 
used to conclude that both sectors suffer from underdevelopment because of the oil-sector. 
However, this project presented steps for the development of the sectors, where the right reforms 
from political side were emphasised. Reforms which at the very moment seem, more likely than 
ever, to occur. The authors used the theoretical arguments from Rosser to discuss how important 
the development of these sectors are on the road to diversification. And concluded that despite 
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underdevelopment at the moment – an evident resource curse in the economy, political will at the 
executive level makes it possible for good governance to gain a foothold and subsequently aid the 
economy. The section The Extractive Industries Transparency Initiative highlighted this evident will 
to combat corruption at the executive level. Since transparency is a major part of good governance 
and a way out of the concluded present of a resource curse, the initiative and Nigeria’s commitment 
to following its recommendations provides an important part of the conclusion. To emphasise, 
because the project has adopted the premise that ‘bad governance’ is the worst consequence of 
the resource curse the transparency needed to reverse this tradition of corruption in Nigerian 
politics is very important to highlight. 
It is clear that Nigeria has a large potential, but whether its potential remains unfulfilled is up to the 
sitting government that really possesses the power to steer Nigeria in the right path. Only time will 
tell if this happens or not.                   
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